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Dr, Howard S, Piquet, Senior Specialist in International Econo-
mics, Library of Congress, was born in New York City in 1903. He
received his B.S, degree from New York University in 192} and his M.,S.
degree from the University of California in 1926. In 1930 he received
his Ph.D. degree in econocmics from Princeton University., From 1928 to
1932 he taught economics at Princeton. He was then appointed assistant
professor of economics at New York University. In 193k he joined the
economics staff of the United States Tariff Commission and became chief
of the Economics Division in 1937, serving until 1943 during which time
hie directed many of the studies which culminated in the Reciprocal Trade
Agreements. In 1943 he left the Tariff Commission to attend the Hot
Springs Food Conference and to serve until 1945 as executive. secretary
of the United Nations Interim Commission on Food and Agriculture. In
1945 he joined the staff of the Office of War Mobilization and Recone
version and while there was appointed executive secretary of the Intere
agency Policy Committee on Rubber. Since 1946 he has been the Senior
Specialist in International Economics of the Legislative Reference
Service of the Library of Congress. He was detailed in 1947 to the
Foreign Affairs Committee of the House of Representatives and served
as deputy staff director of the House Select Committee on Foreign Aid,
He is also Adjunct Professor of Economices at the American University in
Washington, D. C, ' :
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DR. HUNTER: Since all of you have had an opportunity to read the
biographical sketch of Br. Pieuet, I am going to reverse the usual pro-
cedure and introduce the audience to the speaker, who, incidentally, as .
the biographical sketch did not etate, is an old friend of the Industrial
_ College, That means he has’ appeared here several times before. If your
lecture, Dr, Piquet, had been scheduled three weeks ago, these men, I am
sure, would have been clay in your hands; but-a good many words have gone -
out from this platform in the last three weeks, and the clay has stiffened
a bit and won't be quite 80 easy to work.

Not only has ycmr audience been :’mduct.ed into the myst.erles of gross.
national product and the display of consumers' income, but they no longer
blush when the word "entrepreneur™ is mentioned; they have heard the old
gag sbout placing 1,000 economists end to end a.nd not reaching a conclu-
sion, in fact, without even exhausting the supply of economists. On the
~ other hand they have learned that the economist has at last been made an .

honest man, The businessman has taken him off the streets amd pu‘t. him to
work reveal:ing secrets of economic indlcators. :

: Just one final word: Many among yonr aud:c.ence you Wlll f:md,
Dr. Piquet, subscribe to the old military proverb which goes back to
Clausewitz--possibly even to Herodotus-~that any decision is better than
no decision, that any action is really better than no action. So if you
can come to jJust an occas:.onal conclusion, you will rescue your audience
frem the void into wh:.ch some: of your fellow economists have dropped them.

DR, PICUET: Thank you Dr. Hunter, If T didn't know you so well 1
would actually feel flattered. I shall do my best to try to avoid 1eaving
you and my other 1ist.eners entlrely in mideeir.

It is &lways a happy occasion to me: when I come to talk to the stu-' ‘
dents at the Industr:.al College. I have been connected with this insti=-
tution in one way or another ever since 194l and I have come to feel that
T am, in fact if not by regulation, a part of it. However, each time I
come here I seem to be assigned a more frightening subject. This time it
is "America's Economic Problems Today" and my instructions are to cover
it in about an hour. Now if I were to attempt to do this, in any definie
tive way, I fear I should need the combined brains and abilities of the
authors of the Encyclopaedia Britannica, of the Encyclopedia of the Social
Sciences, together with the wisdom of a thousand Solomons. Would that I -

“had such skill}

Wnat I can try 'to do is to divide this very broad sres into a few
major parts and proceed to give an impressionistic picture of the nature
of the problems in each of them, :
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gaﬁyé%he first area of interest is the international position of the
United States. Second, is the economics of national security. Third,
that whole congeries of problems which are bound up together in what
we conveniently, and somewhat glibly, call "inflation." Fourth, is
the challenge of preserving our individual freedom while solving these
other problems, These are the four main areas-~or focal points~--of
interest, around which thousands of questions cluster. If I can present,
. in a general way, a picture of the problems in these four areas~=paint
the highlights of the picture, so to speak=~I shall have done all that
I feel T am competent to do. ; '

I was also asked to include in my presentation something about the .
nature of "economics." What is economics? What are economists trying
to do? Is economics a science or is it a kind of apologia for the status
guo? Yes, I.can almost see some of you thinking aloud that "if aTl
economists were laid end to end they would get nowhere.," I am afraid
. that the public impression that meny economists have given,subjects us
all too readily to that quip,.

To many, the economist undoubtedly is a "queer bird" in some re-
spects. Some economists undoubtedly deserve such a reputation, parti-
cularly those who hide in the cloisters, so to speak, and spin gossamer=
like theories that have no detectable connection with the real world.
But, many others are not at all queer, once their role is properly
understood, S

_ I have some good friends who happen to be businessmen, They seen,
upon occasion, to take particular delight in trying to bait me by such
questions as: "What a mess you've gotten us into., Wwhy can't Yyou make
the Government do a better Job?"  The answer, of course, is that the
economist is not, or at least should not be, an administrator, Neither
is he responsiblefor policy-making, The Job of the economist is to
analyze, to seek ocut cause and effect relationships, and on certain
. occasions, to advise, It is his Jjob to assemble facts, to show their
relationships and the consequences of alternative lines of policy and
action. The determination of policy is primarily the job of the states~
man and politician, They are chosen by the people and, acting on behalf
of the people, it is they who forge policy. Actual administration, the
task of seeing that policies are followed out through organization and
daybto-day'decisionémaking, is the job of the administrator, not of the
economist, Undoubtedly, economists as a group deserve some blame for
failing to be clear in their analyses and pronouncements., Many economic
discourses seem to have fallen far from the mark inm this respect; this I
- readily admit, But, let us not blame the economist for failing to do
~ that for which he is neither responsible for, nor especially qualified
to do. If his analysis is incomplete, unconvincing, or uncoordinated,
he deserves criticism. He does not deserve to be criticized either bee
cause the lawmakers fail to set wise national policy or because of
inadequacies or failures on the part of those with administrative re-
sponsibility, ' : '
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The problems which America faces today, even though the most of
them are economic in nature are, at bottom, political questions. They
cannot be answered by what we like to call the "scientific" approach,
Take a question like the tariffe-surely, it is not up to the economist
to say what the country's policy should be, Policy results from con-
flicting crosscurrents and from the votes of many diverse interests.
This is a political process; it cannot be determined in the laboratory,
in the classroom, or in the library. It must be hammered out in the
legislative chamber by the representatives of the people themselves,

v A number of economists recently have turned toward the mathe-
matical=-which is to say a highly-developed deductive==approach to
economic problems, Personally, I am not very sympathetic with this
approach because it seems to avoid the most important questions which
are of the nature of philosophy and statesmanship. So, do not feel dis-
couraged if, when you pick up some book on economic analysis, you find
that it bristles with highly complicated mathematical formulae. The
kind of economic analysis that is really important today in the field of
policy-making is the commonesense approach of those who are able to see
the whole as well as the parts and to sense the implications, political
and national as well as local and money-making, of alternative lines of
action. We economists, unfortunately, have been prone to discuss our
disagreements in the presence of others. We seem to enjoy washing our
dirty linen in public, But, even though we, in common with those engaged
in other branches of social study, seem to disagree violently, there are
many points upon which we do agree fundamentally. The trouble is that
we take these agreements for granted among ourselves and seem to think
that the public, too, realizes that we agree. I think that there will be
little disputing the fact that economists agree, in general, that the ob=
jectives of economic policy should be the maximizing of the total of goods
and services available to the vast majority of the people. There would
be little or no disagreement with the contention that this objective
should be accomplished with a minimum of effort. These are almost truisms.
There are many other points of agreement. If only economists would re=-
serve their linen~-displaying sessions for their own closed meetings-and
concentrate in public only on those things upon which they do agree , at
least so far as fundamental premises and objectives are concerned, it
might be better for everyone concerned, . '

Now let me turn to the'main subject matter of my talk. The first
subject that I listed for discussion was the international economic posi=-
tion of the United States in the world today,

International Economic Position of the United States.

No one would dispute the fact that the United States is the most
powerful country, economically, in the world today. Our power is tre-
mendous., If our purposes and lines of action were as clear as in our
economic strength there would be little question but that effective
ledership would be ours., That which has been lacking, however, is clear
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direction. We have the power., In a general way, we know our objectives.
But we are not at all sure as to how to go about attaining them,

We have succeeded admirably in giving the impression of confusion
to many foreign peoples, Thus, when‘the'European'Recovery Program was
first enacted in 1947, we not only generously opened our purse and gave
freely to the prostrate peoples of western Europe (we even offered direct
assistance to countries behind the Iron Curtain) but we gave freely of
our supplies of food, fuel, fertilizers, and capital equipment in order .
that the countries of western Europe-~our former allies-=could restore
their economies and become able to pay their own way., We made this clear
by deed, not merely by words., We have given away billions of dollars for
this purpose. And- yet, no sooner do the recipients, largely through uti-
lization of this aid, succeed in restoring their economies and in pro-
ducing for export than we throw even more restrictive barriers against
their goods. Can we blame them for wondering what manner of people are
- we, who give away billions of dollars for a purpose and as soon as we
achieve that purpose give no indication that we really wanted it in the

The professed objective of the United States is restoration of a
multilateral trading world with its concomitants of freely convertible
currencies and free foreign exchange, In almost everything that is said,
and in much that has been done, the Administration has given the im-
pression that, above all else, it wants to re-establish the world economy
on an open multilateral trading basis. That is what the President, the
Secretary of State, and the Administration in genepal has been saying
(and actually doing within its lawful powers), But, when it comes to a
final showdown and the American people have an opportunity to speak,
through their duly elected Senators and Congressmen, the purposes of the
United States seem to be almost exactly the opposite,

The United States Congress-ergpresenting the peop1e, of coursee
today is clearly protectionist, The majority of Congress seems to be
determined to keep out of the country any and all imports that might in
any way damage any domestic producing interest. The Reciprocal Trade
Agreements Act, Just recently revised ang renewed, makes this clear in
unmistakable language, The "escape clause" provides that any domestic

. Y

producer who finds himself injured, or is confronted by the threat of

ment, is entitled to relief through withdrawal or modification of that
particular concession. He has the Tariff Commission to appeal to and
that body is now being bombarded by applications under this provision,
This is not an empty gesture; it is a power that has been, and is being,
increasingly utilized by numerous protected interests that are determined
to prevent import competition,

L
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 Foreign producers and exporters feel frustrated. They do not know
in whom to place their confidence, the President of the United States
and his Administration or the Congress of the United States. They have
Jearned from painful experience, however, that in final analysis, when
funds are involved or when legislation 1s necessary, the Congress of
the United States, representing the power of the people, is supreme and
that it can, and does in fact, overrule the President and his advisers.

Consider for a moment our relations with the United Kingdom. Upon
almost every available opportunity we have impressed upon its people .
the necessity of their abondoning exchange controls and the Imperial
Preferential System of trading, under which the Dominions and colonies
have preferential advantages in the British market. We persist in
‘telling them to do as we say (not as we do)--to break up the preferen~
tial system, Only a few days ago British and American delegaltes were
at virtual loggerheads at a meeting of the International Monetary Fund.
The American representative insisted that the British abandon their
system of controls in favor of a return to a free-exchange system. They
on the contrary, insisted that such abandonment would be out of the
question, ' ’

On top of it all, there is an ever-present temptation to allow
emotional elements to enter into such questions. When Anglo=American
relations are involved many are prone to jump to an answer on a basis of
either pro=-British or anti=-British sympathy. In social and economic quese
tions it is difficult to be objective. But, unless we are objective there
is 1ittle hope ever of arriving at anything like rational or satsifying
solutions to problems. It is like the three people and the glass halfe
filled with water. The professional optimist exclaims with joys: "Look,
half a glass of wateri" On the other hand the professional pessimist
grunts, "Look, half emptyl"” ‘Neither of these is objective. The scien-
tist, that is to day, the professional skeptic, says: "There is a glass
- with a capaeity of 12 ounces and containing 6 ounces of water.® No
emotion is involved, That is the way we must learn to look at matters
involving relationships among people-=the so-called social sciences.

That which characterizes a science is not that the subject matter makes
prediction possible, but that those who are doing the analyzing are
objective and impersonal in their approach. '

Now there is nothing theoretically wrong about the idea of restoring
open multilateral trade. That was, broadly speaking, the system that
prevailed’  throughout the larger part of the nineteenth century and 1t
worked exceedingly well. But, the mere fact that the United States is
now the most powerful country in the world=-just as Great Britain was the
most powerful country throughout most of the nineteenth century-~does not
necessarily mean that the United States is in the position that Great
Britain was at that time regarding capability of doing what Britain did
to bring about open multilateral trading., Conditions throughout the world

5
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today are_quite~different from what théy were 100 years ago, The pre=~ ﬂi',
sent relative position of the United States among the countries of the
world is similar to that of Great Britain in 1850 in a superficial way
only. ‘ : :

Under an open multilateral trading system, the economies of ine
dividual nations are allowed to adjust themselves to each other, Money -
(in the nineteenth century it was gold) is allowed to move freely from
country to.country, exchange rates are allowed to move freely in order
to effectuate this movement, goods are unrestricted tradewise so far as
their origins are conderned, There may be tariffs but they are non-
discriminatory in nature. Under this system countries specialize in
producing those goods that they are most capable of producing and under
such specialization there is no assurance that any country will be mili-
tarily or economically self-sufficient, The large countries would tend
to be so but the smaller countries, which would specialize in only a few
products, would tend to become increasingly dependent upon other countries,

Regardless of their expressed ideals, most countries today are
interested in self-sufficiency, or near self-sufficiency, for purposes
of national defense and security. Second only to this is their interest
ir maintaining their economies on relatively even keels. Since the
United States economy is so large, relative to the economies of most
other nations, these other nations are particularly fearful lest a re-
currence in the United Stetes of a depression similar to that which they
all experienced in the 1930's bring about unemployment and industrial
stagnation, For this reason there has been, and there continues to be,
major concern over the maintenance of domestic employment, This is note
ably true of the British Government, That government, above all else, is
conscious of vulnerability should it allow itself to be tied in too closely
with American economy. Since the American economy is a "free" economy,
~ it is wvulnerable to the wide fluctuations that have characterized recent

movements in the so-called business cycle, The British, under their pre~
sent Labor Govermment, are emphasizing, as are many other countries, the
importance of maintaining full employment. The domestic economy comes
first; foreign trade and international economic relations generally must
thus be placed in a subordinate position relative to domestic policies
and objectives. This is diametrically the opposite of the expressed goal
of American policy, for under a purely multilateral trading system there
would be a minimum of interference with the international movement of
commodities. I do not mean by this that even the theoretical goal of the
United States is, in practice, pure multilateralism, For even the most .
ardent exponents of restoring the nineteenth century system would not go
so far as to plunge the Nation into the indeterminateness, .in terms of
national security, that might be occasioned by the sudden adoption of
free trade, , ' .

That which is confusing regarding United States economic foreign
policy is not a lack of definiteness with regard to stated objectives,
whether those objectives are realistic or not., It is, rather, vagueness
and inconstancy with respect to day-to-day decisions and actions that
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should, but often do not, add up to the clear implementation of stated
policy objectives. In large measure this results from the nature of
our governmental structure. Under our system of separation of powers--
of "checks and balances"--it is almost impossible for the Chief Execu~-
tive to commit the United States to any line of action in advance. I
am speaking, of course, of other than war or other emergency conditions.
The final arbiter of the country's behavior is not the President but the
people speaking through their representatives in Congress. When all is
said and done, foreign policy consists primarily of day-to-day and week=
to-week decisions and actions., The goal itself means nothing more than
good intentions unless it is implemented by behavior that consistently
leads toward the expressed goal. ,

The world does not always understand that we Americans deeply be= =
lieve in govermnment by the people. We believe in it so deeply that we
prefer it to even clarity and efficiency., Of one thing I feel sure and I
that is that we shall not give up our democratic ways in favor of the
glittering efficiency of authoritarianism. What I would like to feel
- sure of is that we shall learn the importance of being understood by
“others and acquire greater consistency of action within the framework

of individual freedom and liberty.

The world is often confused when it comes to interpreting what is
actually the economic foreign policy of the United States, for we often
do not follow in practice that which we preach. The Administration for
18 years has been talking about the objective of lowering trade barriers
and making international trade nondiscriminatory. Although throughout
1L of these 18 years the Congress of the United States, when it came to
a showdown, supported this general policy, at no time did it do so with

‘genuine enthusiasm. Since 1948 the opposition of the legislative branch
to the freer trade philosophy of the Executive has been quite open.< ;.

Wi

Again, the explanation arises largely out of the nature of our |
governmental structure., Our representatives in Congress are elected on
a geographical basis and the job of a Member is to represent his con=
stituents as best he can. Few people--including Congressmen, who by and
large are more advanced in their thinking than most of thedr constituents--
have any great capacity for getting beneath the "seen" into the "unseen."
Few people have the capacity, in matters pertaining to the economy of the
Nation of which they are a part, to see beyond their immediate short-run
interests into either their own longer-run interest or into the long-run
interests of the Nation as a whole, Few people are willing, when it comes
" 40 a showdown in terms of actual dollars and cents, to incur immediate loss
~ for the sake of larger, but diffused, social gain. Thus, time after time,
when particular commodities have been suggested for tariff reduction the
representatives of the areas which produce those particular products, even
though they themselves may have been openly in favor of the Reciprocal
Trade Agreements philosophy, have felt constrained to oppose such reduc-
tions., It is a case where the whole is not equal to the sum of its parts,
Fach individual is willing to allow imports in general to enter the country
provided that they do not compete with the products that he happens to sell.

~—
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It is a case of "let the other fellow do it." The result is that, in
toto, we say one thing but do something quite different. We proclaim
our belief in an open multilateral trading system with relatively free
trade while we are still highly protectionist in our daily behavior,
We still have highly protective tariffs and we still have preferential
trading arrangements with Cuba and the Philippine Republic, It is, ine
deed, as easy to criticize the other fellow as it is to excuse one's
own inconsistencies}

The rest of the free world has confidence in America's basic in-
tentions, Most of the other countries are deeply appreciative of what
we have done for them, but they cannot be sure that we will behave in
such a way as not to upset their applecarts., One of the most important
lessons that I have learned in the seventeen years or so that I have
been in Washington is the positive need for uniformity in national obe
jective and for intelligence in daily behavior so that the rest of the
world will know where we stand and have confidence that we will live up
to our word. In this connection I am reminded of a recent article in.
the ™ew York Times" about a Geneva Conference at which the United States
delegates were trying hard to put through an anticartel declaration in
connection with chapter 5 of the International Trade Organization Charter,
One .of the foreign delegates pointed out that the United States was not
consistent., He pointed out that as they had not even presented it to
Congress, he saw little reason for taking the matter too seriously. why
pay any attention to the American delegates when they are not necessarily
speaking officially for the United States? Until we get our own house in
order, until we can present our case and follow through point by point,
consistently and logically, we cannot expect to exercise power commensu-
rate with our economic strength,

. _The dominant fact in the world today is the industrial strength of
the United States. That industrial strength can be more effective if
the other countries know that we are speaking for ourselves and that we
mean what we say. It involves the whole question of foreign aid., Some=
~ times I shudder at the thought of the billions of dollars that we are

giving away. Fortunately, the Economic Cooperation Administration has
been doing an effective job., It has almost worked miracles in western
Europe in terms of restoring the industrial and agricultural plants.
Still we are concerned over the ability of these countries to support
themselves on a plane of living that will protect them against the ine
roads of communism., We are coming to learn that dollars alone will not
solve the problem. New methods of production, new efficiencies, and
wider markeis are imperative if these countries are to achieve the goals
that were set forth in the original Marshall Plan. Nobody knows the
answer but many feel that the real solution must come from within, rather
than from without, the recipient countries themselves.

We are even less clear, and understandably so,'about aid to the so~
called "underdeveloped" countries, There are some who think in terms of
giving away billions of dollars to encourage these countries to produce

8
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the strategic and critical raw materials that we so urgently need. There
are even some who would do this at the cost of antagonizing the natives
of the areas concerned., Others who are more understanding of human na-
ture, foreign culture, and institutions realize the danger of this modern
version of Roman imperialism. They would stress that man does not live
by bread alone., Man must have the psychological satisfaction that comes
from common fellowship and human understanding. The basic question in
many of these areas is colonialism. when these peoples see the United
States, born as it was in the storm of revolution against imperialism,
support the imperial powers against their own aspirations for indepen=-
dence, how can we hope to prevent them from being cynical?

If the Point Four Program means only the exploitation of foreign
areas we had better drop it and drop it quickly. If, on the other hand,
the American people genuinely want to help other human beings in far-off
lands acquire the same degree of freedom that we enjoy, we should not be
afraid of the consequences of action so directed. Either we believe in
the principles upon which our own country is founded or we do not. If we
do not we shall probably go the way that imperialism has gone. If, how=
ever, we are in fact and in spirit, as well as in history, born and bred
in revolution against authoritarianism, we can provide impetus for what

_might prove to be the greatest development in human history.

Not so long ago I was on a television program in which a group of
us were discussing the "Point Four" Program. I asked a representative
of business what he thought would happen if this program were to be suc-
cessful and a lot of goods were to be imported from the hitherto back=
ward countries. I asked him specifically: "would there be any objection
on the part of competitive producers in this country?" He replied: "You
bet your life there would bel" This illustrates what I mean. Why help
these countries to produce more? Why help them to specialize if we are
not willing to be good neighbors, not merely in words but in the give and
take of normal commerce? Wwhy try to sell to them unless we are willing
to buy from them? Why look upon them as parts of an invisible economic
empire rather than as equals?

T am sorry that we do not have time to develop this point any further.
We may summarize by observing that we must be clear as to what we are
after internationally. We are for peace-~of course we arel We are for,
peace and for all else that is good. And we are against sin and all else
that is bad. That is easy. But when it comes to specific actions, are
we doing those things that we shall have to do if we want to win and hold
the respect and affection of the peoples of the free world? It is
interesting in this connection to observe how successfully our "bipartisan”
foreign policy worked immediately following the close of the war, So long
as we were talking about peace in the abstract, about international or=-
ganization in general, about the legalistic terms of charters and con=
stitutions and all the other relatively insignificant things, there were
" no major difficulties., But, as soon as we faced questions aboul what we
were going to do--such as action in China=-it became clear that we did not
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have a bipartisan’foreign‘policy at all, That which we thought was a
bipartisanpolicy’wasgmerely‘the,preliminary handshake-preceding the
main bout, Americans simply have not learned, - in terms of practical
politics, how to arrive at and implement a unified national policy in

the field of international economic relations.

An interesting suggestion was made a short time ago by a Member of
Congress that would have sought to take the Point Four program out of
politics altogether. In order to make it nonpartisan, he would set up
a commission, along the lines of the recent Hoover Commission, to study
and to make recommendations regarding the program of aid to underdeveloped
areas. On this commission would be Members of Congress, representatives
of various government departments, and a number of public members, I

in the tradition of the British Cdmmissiqn'ofblnquiry3 a method that has
‘been successful upon many occasions, ‘ o o ‘

National Security.

The second subject that I want to discuss ‘is security for the free

world, This is more in line with the specializations of your men in
uniform than it is with mine, I suppose. I happen,. however, to be very
much interested in the question and there are a few things about it that
I should like to say, - ¥ i

In the first place, I believe we have, as a nation, made a major
basic decision. That is the decision to follow the road. of collective
Security rather than the road of "going/4t alone." We could have chosen
the method of ancient Rome and sought to bring about the establishment of
a modern version of the old "Pax Romana--a "Pax Americana® if you will,

world as complicated and as mechanized as the modern world is, We are
definitely committed to the idea of collective security, We have led in
the creation of the North Atlantic.Tregty Organization and we have security
pacts with a number of other countries, ' We have clearly taken the first
steps along the road of‘collectiveusegurity. '

This road, however, has its ownpeculiar difficulties and obstacles.
In contrast to a Pax Americana whigh sould involve our being armed to the
teeth at all times as world policemany..collective security involves co-
operation, imagination, and intelligentsplanning for all eventualties,
Specifically, we have %o be prepared for three things, any one of which
might happen at any time. The first is the possibility of an outbreak
of wholesale shooting war, Today we cannot afford to sleep, You men .in
uniform, more than anyone else, must be aware of this, 'The second possie-
bility is continuation of the cold waresor, as I prefer to call it "smolder
wart--in which we are now invol#edxﬂimhiswseems'to-me to be the most likely
Possibility of alil, It seems likely that we shall continue to be involved
in Korea for some time tochme;’?I.;peﬁchance’thesKorean difficulties should
suddenly be settled, T should think it quite likely that there would be new

% 10
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"Koreas" breaking out elsewhere, ' In "smolder war," dealing as we are
with a State bent upon aggression and world revolution, we must be pre=
pared for constant needling and constant troublemaking, That-is one

of their main stocks in trade. In some respects the problems of
"smolder war" are more baffllng than the problems of either shooting
war or a sudden outbreak of peace,

- £

The third possibility would be a "breaking out" of peace., If the
rug were to be pulled out from under us, by either a genuine counter-
revolution within Russia or by some other event presently unforeseeable,
the effect upon us might be near disastrous. If we were suddenly to
throw upon a peacetime economy the tremendous productive capacity that
we are currently building for national defense, we might precipitate
such major economic dislocations as to engulf us in a depression remini-
scent of the 1930ts,

We must be prepared for all three of these eventualities simulta=-
neously. There is no basis for assuming that any one of the three will
eventuate., Indeed, if we were to make such an assumption that very fact
alone might be a powerful force for insuring that it is precisely what
would not happen, We know this much==that the Russian State is not
going to relax unless it has to and that the Russian leaders are not
guided by emotion but by pure self-interest. We must not fall into the .
trap into which the Nazis fell and allow our emotions to get the better
of our judgment. The Russian dictators are more efficient than were the
Nazis, They are cold, calculating, and intelligent. '

‘ There is one ever-present paradox that confronts us and that is the
price that we may have to pay for being suecessful in the "smolder war,"
Our present poliecy is a policy of containment and if we succeed in con=
taining the expanding force of Russia wherever it shows itself, it is '
possible that the Soviet leaders, realizing that they have nothing to
lose but all to gain, might embark upon shooting war. We however, have
little choice in this matter. The cold war is upon us and we have no
reasonable alternative but to combat it with all the strength and wit
‘at our command, We have no choice but to be adequately prepared, mili-
tarlly -and industrlally.

~ Back in 1540, after World dar II had broken out in Eurcpe, the big
-problem facing America was how to wake up, From 1939 until the tragedy
of Pearl Harbor many Americans cherished the comfortable illusion that
this sort of thing just could not happen here. After the people did
really wake up on 7 December 19h1, the problems suddenly became simpler
than they had been for the previous two or three years, The Nation had
been attacked and the citizenry rallied to the call for military action,
They pulled their civilian belts tighter and went without things in '
order to win the war, Our war effort was phenomenal, as all of you know.
We became the arsenal of democracy and before so very long we almost
literally smothered the enemy with a veritable flood of mllltary and in=-
dustrial equipment, -
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‘ When the shooting stopped, almost four years later, we mistook that

~ fact for peace., As in 1919, when we could see nothing more important
than a return to ™normaley," we scrambled to see who could "reconvert"
back to peacetime pursuits first. We demobilized our armed forces almost
overnight, disposed of unbelievable amounts of surplus military materials,
and had no idea at all of the events that were already on the interna-

- tional horizon. We jumped to the conclusion that all of our erstwhile
allies and cobelligerents would remain in sympathy with our own ideals.
The fact that the Soviet Union did not demobilize disturbed us not at all,
We Americans like peace; we want peace. Our weakness in the past has been
that we have been overwilling to assume that we can relax and enjoy peace
in a world which, in fact, bears little resemblance to the world of our
wishful thinking, . o o ' o :

- Now that we are engulfed in smolder War-the~big problem is whether
we, the American people, can give what it takes. In dn all-out shooting
-war we have demonstrated time and again that we can be tough, We have
. yet to prove that in time of peace we can, in fact, be prepared for war--
or, better stated, whether we can, in time of peace, do those things that
must be done if war is to be averted. When we consider how difficult it
was in 1938, 1939, and 1940, for the American people to realize what was
~coming, notwithstanding the fact that the Nazis were overrunning western
Europe, we can appreciate the difficulty that confronts us. In the Spring
of 1940 many clearheaded people saw that war was coming. The Nazis had
overflowed into Belgium and the Netherlands and were sweeping across
France, Yet the dominant feeling on this side of the Atlantic was com- .
placency. How, in the light of this experience, can it be anticipated
that we will show the necessary foresight and self-restraint that will be
necessary throughout the next decade~=yes, generations!e-=to forego some
of the comforts that we shall have to forego in order that the free world
may survive? It is a terrifi¢ challenge. In my opinion it is the greatest
- challenge that has yet confronted this Nation. The struggle ahead of us
is going to be tough and it will require all that we have‘psychologically,
.emotionally, and spiritually, as well as economically and militarily,

The fact is that for years we Americans have been a fairly spoiled

. people-=spoiled, that is, in the sense of a young person who has been
brought up in the lap of luxury. It has been easy for us to take for _
granted ‘that there will be plenty of automobiles; refrigerators, radios,
television sets, houses, and all the other things that go to make up our
high plane of living. We don't want to give these things up., We don't
like to think of the -cost, in real terms, of maintaining the defense
establishment that we shall have to méinta;n or of the burden that co~
operation among the nations of the free world will entail, We still long
- for isolation., I admit that I, too, would like it if we could build a
big wall around our country and live unto ourselves alone. But that is
idle daydreaming., Distance has been anmnihilated and, whether we like it
or ‘not, we are neighbors of the inhhabitants of every corner of the globe.
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RESTRICTED




Rin
rgs

 RESTRICTED

_ Now it is a truism that the basic wealth of the United States is
tremendous, Although we are already short of certain raw materials,

the fact remains that we are still exceedingly wealthy in real terms.

We have an inventive people and a competent labor force, If we have

the will to do it, the intelligence to implement it, we can without

too much difficulty have both guns and butter in the years to come.

But this situation will not come to pass automatically, Unless we use
our wits we may find ourselves producing such an abundance of military ‘
goods that we shall not know what to do with them, The problem is to
keep prepared to expand military production at a moment's notice, to

maintain an eversteady flow of necessary production, to scrap obsolete
equipment, and not to lag in research and development. There is dane _
ger that we shall blow hot and cold, alternately. There is danger that -

we shall produce too many military goods, suddenly realize it and cut
back their production, thereby throwing a mass of industrial capacity
onto the ciwilian economy in a hit-or-miss fashion. What is needed=~
and I use the word advisedly--is a central or "master plan." I don't -

mean a planned econamy in the totalitarian sense. It is unfortunate

that the word "planning” has come into disrepute. It is a truism, is

it not, thaﬁ’no‘business,,no[person, no organization can afford to be
without some sort of plan? It is just plain common sense, I plan to
wear a raincoat if it rains. You have planned to come here this morning -
to hear me talk, and J have planned to come to talk to you. What the _

Nation needs is an ability to work out a national Plan worked out through
democratic processes. B ‘ R :

Let me give a few illustrations of~Wﬁa@ I mean, There are a number
of areaS'in*wﬁiqh‘impcrt&nfdeCESionS“hsve*toﬂbe'madé;« The decisions
must be consistent with each other, both within each area and among the’

areas, These areas of décisidn’include'manpbwer, sfeeI;production, ,
petroleum production and allocation, monetary policy and debt management, =
credit and inflation, and shortages of strategic matérials;fparficularly
certain nonferrous metals, Because we do not have 2 central plan, and
because we do not always understand the implications of what we are doing,
we waste materials that shauld‘be;conserved“for'moreﬁessential'uses; Why,
these days I shudder when I\saegafnew&auﬁQmOBile come along the street all
dressed up in shiny new chromium trim, Chiromium should not be permitted
in any but the most essential uses for it is in short supply and it is
essential for defense purposés“'The“Same‘is;ﬁ:ue”of tungsten_and,a number
of other nonferrous metals. We cannot afford to waste these materials and
as'1ong~astGkallbwjthem to'gb‘tb“the highest bidder, regardless of the
1argerfinteresﬁ3'¢f‘the'countryfas“aﬂwﬁble;~we do not have a functioning
national plan, We may have programs?butVthey‘are“not“synthesized into a
single national scheme, R ’ '

Turn ybnr”attentionﬁforkagmoment‘tO‘maﬁpcwer; There has been some
loose'thinkingiregarding;what”weycan,vor'daﬁnot; do with the manpower at
our“disposal.‘.Imﬁediétely_fdllbwing~t ‘

: : he outbreak of hostilities in Korea
2 prominent: statesman argued that we should have an army of 6 million men
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by the end of 1950, ' Such a statement sounds £ "It sounds courageous
“and determined,’ But, it does ne ”evaalf‘méagiﬁn ight(intglﬁhé“néﬁnre;_
of the manpower problem. " We-are vastly infe: ior %o the Russians in terms
_of numbers of workers;"we"have;toﬁecdhémi&éfeﬁxmanppwerféhd»makeVup-fom-
what we lack there in terms of industrial’equipment and -"know=how, " .
Official figures that I have seen indi¢ate that we can'have up to 2,5
million mén in the armed services withéﬁt}éubstgntially lowing up the
industrial machine. ‘This can be done by bringing into >tive production
from the outside, workers who have not been working ‘befs e, such as women
fricrease man-hour

and older people, We can also worg@iéngéﬁ?haursgahd
efficiency, _ T

. But after we have reached the 2.5 millien mark, every person talken
out of agricultural or industrial production and put into wiform dimin- -
shes the productive strength of the civilian economy, Between 2.5 million-
and 7 million the difficulties increase and beyond 7 million, I am told,
we actually lose out militarily by expanding the size of the military. -
‘establishment., For, at that point it is necessary that no further man-
power be removed from the industrial-machine‘sincg that machine is neces=
sary to support the military establishment, In other words it is a .
question of balance between the size of the military establishment itself .~
and the size of the productive machine, There is an optimum point beyond
which an expansion in the military'establishment'actually leads to weaker,

rather than stronger defense,

tudes and spirit on the part of the workers of a country, There is no
subgtitute for hard work and consciousness on the part of the workers that
he is contributing to the strength of the Nation. Yet, you know as well
as I do that there is among the people ‘today a growing case of the
"gimme! ! ‘For’year&'1ﬁdustrygaloneawa5jthe'guilty party, seeking to get
more and more out.of the public through various monopolistic practices,
including tariff grabs, In recént years this attitude has spread so that
today it inéludes'certainfgzoups»or»Iabor.and parts of the agricultural
.establishment, The idea is to get-more money in exchange for doing less
work. There is no need for me to embellish this point. Those who have
tried recently to get any work done in their homes-~any carpentry, plumb~

ing, or plastering--are fully aware of: this attitude, -

'Such_observafions as theée,serve‘tb étfess the importance of atti-

It is a dangerous idea that the world owes one a living. This is
not to say that the incapacitated should not be taken care of by their
fellow citizens through the instrumentality of the State. But it is teo
observe that as our economy has grown and becomes more complex we have
drifted far away from those earlier ideas and ideals of self«help that
characterize a frontier people, “What troubles me most about this is
that this attitude manifests an almost complete failure to visualize the
picture as a whole, to realize that so far as physical production is con-
cerned, the whole is equal to the sum of its parts, We cannot get more .
in terms of total output if each of us produce less. The way to get more
pie, in total, is to produce a larger pie and not to fight among ourselves

1,
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as to which of us gets the largest piece out of a smaller pie. This

need for national cohesion is a basic problem, for if it is solved, many
of the other problems in the field of preduction will be solved almost
automatically, The United States is engaged in a big-time internatienal
struggle. We are not playing for marbles; we are in a struggle for sure
vival. We cannot afford the luxury of that form of extreme individualism
which confines itself to the selfish amassing of wealth regardless of
one's fellow man, : : ~ ‘ :

Not long ago I made a fairly intensive study of the steel industry.
Industrially, steel is our number one industrial bulwark. In the words of
_ the motto of the American Iron and Steel Institute, "nothing is made withe
out steel,” Modern economies rest upon a bed of steel. At the present
time the United States steel industry produces more steel than the steel
industry in any other country or at any time in the history of any
country. We are now producing at the rate of 104 millien tons of ingots
per year, which is between three and four times the output of the Soviet
Unien, Add to cur output the production of western Eurcpe and the rest
of the free world and our superiority is overwhelming. '

This 18 a comforting thought, but it can be too comforting, Nations
don't fight wars today by throwing electrie refrigerators, radios, and
passenger cars at each other, The ecapacity to produce steel is a poten-
© tial enly; unless the steel is mobilized for defense it can have little
military effect, In World War II Japan caused us a lot of trouble, TYet,
at no time did it have 2 steel capacity in excess of 8 million tons,
Furthermore, if western Hurope should fall into the lap of the Soviet
Union through military actien, infiltration, or through internal confliect,
the balance of steel production between ourselves and the Soviet Union
and its satellites weuld be just about equal. We would then have enly a
slight edpe over them. The United Etates gannot afford, en the basis of ”
pure self=interest, to allow western Eurepe to fall inte the hands of the
Communists., : o : ; ‘ S

Even at our present high rate of steel production, there is still a

shortage of steel, There is not enough steel available to take eare of

our booming ecenemy, xagludiﬁg;%h@;muﬁhr@@minw,d@fgns@-@ﬁt@bli@hmgnt,. It
we want te have guns and butter, teo; in this "smolder war® (I sm not
talking abeut a sheeting ware-if that should come, the sagrifiees, obe
viously, would be severe and urgent) we shall have to saerifiee the luxury
of allewing the size of our steel eapseity te remain unplanned. If we
expect te maintain the givilian economy at semething like its present level,
while, stepping up steel capaeity suffieiently te take care of military
produetien, we shall have to increase steel eapacity to gsomething in the
neighberhoed of 130 te 140 millien tons, By the aame token, however, we
must be prepared to take seme of this capaeity and to place it in stand-by
“eonditien as the needs for militapy preduetien diminigh, If we fail to

de this, we may find ourselves faced first by teo much steel, then by too
little steel, with centinuous stresses and strains on the civilian economy,
dependirg upon the "hotness" or "coldness" of the international tension ‘
at any given time, : A
15
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The President of the United States suggested, a year or 50 ago, that
if private industry failed to expand steel capacity, the Government should
step in and do it, His suggestion got nowhere; it was called "social-
istic" and laughed aside. Yet, if the suggestion be,examined»mcre closely
it will be seen to be far from ridiculous. For, why should we blame the
steel industry for not taking care of this country's steel needs? The
steel industry, like other industries, is in business for profit., That
is what "private enterprise" means, If we don't have enough steel and if
the steel industry does not see its way clear, financially, to expand
capacity, ‘we have no one to blame but ourselves. Those who manage the
steel industry, like those who manage other industries, are.dealing with
otHer people's money, One thing that is exceedingly clear in their minds
is the memory of -the situation that prevailed throughout most of the de-
pression years of the 1930's. In those days they had too much capacity
and, because of their high overhead costs, their costs per ton increased
- rapidly. The industry is thus understandably "depression minded" and you
can hardly blame them for not taking upon their own shoulders the respon-
sibility for national security, If, of course, the Government should eme
bark upon the construction of steel plants, an ever-present problem would
be how to prevent those plants from being given up by the Government and
thrown back upon the industry, thus bringing about overcapacity,

the oil reserves of the United States are an exhausting asset. He pointed
out, furthermore, that western Europe is dependent upon Near Eastern oil
supplies and, if it should be cut off from these Near Eastern supplies it
would have to obtain 0il from the United States. This is simple arith-
netic and reslistic in view of present Anglo-Iranian political relations,
The net result, of course, would be rationing of petroleum products and

a stepping up of the rate of use of our own o0il reserves, Under the cir=-
cumstances the logical thing would seem to be to stockpile oil. As long.
as we can obtain oil from the Middle East it would seem to be rothing more
than common sense to import all that we can, Then, if Middle Eastern
supplies should be cut off and Great Britain and the rest of western g
Furcpe were to be thrown upon us we would have the stockpile to fall back
upon, 0Oil can be obtained from cozl and oil shales by synthesis but this
requires heavy expenditure and much time. Furthermore, in view of the
Pprospect of increasing labor difficulties in coal mining, it does not make
too much sense to Jeopardize the welfare of the country by making our oil
supply dependent upon the satisfactory settlement of disputes between the
coal miners and coal operators, . _

The easiest way to stockpile petroleum would be to import it from the
Middle Fast and to shut down ‘some of our own high-cost wells. The oil is
already in the ground and for stockpiling purposes the best thing would be
to -leave it there, But this would force the closing down of some of the

“independent wells in Texas, Oklahema, and California. Incidentally, it
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would favor some of the larger 0il companies at the expense of the so-
called independents., The national interest, however, is clear. Because
my colleague said this in print he was the recipient of near-libelous
abuse in the trade paper circulated among the independent oil producers.
Everywhere we find this conflict in the areas in which vital decisions
must be made. Everywhere we are confronted by the problem of national
versus parochial interest. Major decisions are oftener than not made,

not on the basis of the national interest but of the interests of various
sections of the country.

Among the strategic nonferrous metals that I mentioned a few moments
ago are such substances as columbium and titanium. Together with such
better=known metals as nickel and copper, this group comprises a number of
materials that are of vital importance to both the civilian and the defense
econonies, If steel is the backbone of the economy, and if-petroleum is
jts 1ifeblood, we might call the strategic nonferrous metals the vitanins
and the hormones of the body economic. Without them we would not have
high-grade cutting tools. Alloy metals are scarce throughout the world
today. There are substitutes but often the substitutes themselves are
scarce. It may be that in the long run the ingenuity of scientists and
engineers will discover, or invent, substitutes for these materials, As
of now, however, there are no substitutes in sight. The need now is to
do the obvious; namely, to husband the supplies that we do have, Naturally,
people don't want to give up the chromium trim on their automobiles and
refrigerators. But, freedom is more important than refrigerators and auto-
mobiles., What I contend is that a master plan, or a set of coordinated
master decisions, is necessary if we are to preserve our way of life,

Inflation.

Our third subject—-inflation-éinvolves-the whole question of money,
finance, and taxation. All of us are painfully aware that the purchasing
power of the dollar is getting smaller and smaller., The exhilarating
effect of wage and salary increases is more than negatived by the know=
ledge and experience that even though we have more dollars they will buy
less than did the smaller number of dollars that we used to have. We
talk a lot about "stabilization" but we know that stabilization, in the
sense of rigid prices, is what we do not want, The function of price is
to ration supply to meet demand. We want some fluctuations to occur in
order that production may adjust itself to needs. What we want, however,
is narrower fluctuation. The trouble is that we don't know what to do to
bring this about, _

We do know that the ups and downs, known as the "business cycle," are
inherent in the capitalistic system. In our saner moments we are conscious
of the fact that the value of money has sunk so far and that prices are SO
high, that it is doubtful whether the movement can continue mach longer.
Under more normal circumstances the change in direction probably would have
occurred long since and we now would be worrying about problems of depres=
sion and deflation rather than about problems of inflation, DBut the men
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in the Xremlin, through their international machinations, have seen to
it that inflation in the western countries continues to dizzier and diz-
zier heights, They know that the higher a body rises the farther must
it fall. The more inflation penetrates the western economies, therefore,
the greater will be the crash when it comes, ' It is not without reason
that Lenin has been quoted as having said that one of the best allies

of communism against capitalism is inflation. when it gives way to de=-
pression hundreds of thousands of people become discontented and sus~
‘ceptible to Communist propaganda, o

One of the most insidious effects of continued inflation, an effect
that we see occurring right before our eyes today, is the steady deterie
oration of the salaried and middle-income groups generally, As the forces
of inflation gather momentum, prices rise as do wages in those fields in
which labor is highly organized. Those receiving fixed, or relatively
fixed, incomes find that their incomes do not inecrease anywhere nearly as
rapidly as do prices or wages, It is this middle class, however, that is
the backbone of free economies, including. that of the United States. A
-strong middle class is vital if democracy is to survive, The equalitarian
‘balancing at the two ends of the scale=~the very rich getting somewhat
~poorer and the very poor getting somewhat richer=ewould not, in and of it

- self be dangerous. ahat is dangerous is that in the process the middle
groups become more and more submerged. This is a very real danger; if the
middle classes disappear, so does the free economy. The preservation of
the middle class is vital to our way of life,

Our country has been going into debt for a long time. It is so much
easier to borrow than to tax that the political authorities have been une
willing to face the issue clearly, One of the things that economists and
experts in public finance agree upon is that the cost of a war or a _
defense program, or other émergency, cannot be postponed to succeeding
generations, When a war is fought, the materialswethe guns, ammunition,
and other supplies=eare used up then and there., When a country borrows,
rather than taxes, in order to pay for such activity, what it does is to
shift the burden from one.group of people to another, Thus, by selling
bonds or otherwise extending credit, the Government incurs debt which is .

.an obligation upon the taxpayers, . In future years the taxpayers are
pressed to pay off the bondholders. In a national sense, however, the
real cost cannot be postponed. Thus, in terms of real wealth, the cost
of the defense program and the cost of strengthening the economies of the
free western world have to be borne ocut of present production, All the
rest 1s a matter of bookkeeping, : ‘

‘The problem of financing has been complicated by the recént fight
between the Board of Governors of the Federal Reserve System and the
Secretary of the Treasury., So long as the Federal Reserve System is ree

quired to play "second fiddle" to the Treasury and to support the bond
market there can be 1ittle effective control of credit and Prices,
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Préserving Freedoi.
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- far more and would be less inclined to want communism Vthm they would in
-& depression pericd, — . L

| DR, PIQUET: I think that is what I had in mind., In any event that
is what I should have said, Inflation is exhilarating-=you don't realize
.. Wwhat is happening at the time, But what they would be shooting for would ,
~ be the collapse that follows inflation. I ‘agree with that, thoroughly, '

. QUESTICN: Dr. Piquet, I am curious to get the economists' slant on -
what may be facing us, say three years from now, if we have satisfied '
the demand for military goods and our increased productivity is up 20 ,
percent over and above the normal requirements of the country, to the
point that we have a period of deflation or depression or whatever it is
facing us-=what steps should be taken? This is with the proviso that we
don't have a shooting war, ' ' L R o

. DR. PICUET:s I feel that if we do succeed in expanding our economy
to the 130epercent level, there will be a danger of dumping all that
capacity onto the civilian economy too suddenly, That's where the stand~
by idea comes in, for then we could keep the military capacity in reserve,
I am convinced that a free pecple, if they really want something, can
usually get it, Who would have thought prior to 7 December 1941 that we -

- could have done what we did do in the succeeding four years? We should
‘not be afraid of too much production, A country that can produce as much
88 we are producing now has no real reascn for fearing a permanent national
Collapse, in contrast to what western Eurcpe faced'in 1946-1947, Our prob-

lem is an abundance of riches, Sometimes too much wealth causes trouble;

but ‘this is not nearly so seriocus a problem as not having en .

QUESTIONs It seems to me in your discussion you highlightéd the |
basic conflict betw‘een the parochial interest as sgainst rational interest,

On the one hand you etate conditions which are perfectly proper. I
- think you use the petroleum industry, the way petroleum producers take ,
every step they can to avoid a national action that would jeopardize their
- position, That was perfectly proper. In the latter part of your lecture
you eald we :should all use more self-restraint, be less selfish, In our
~ sconomy the individual or corporate group goes cut to get all he can get.
- If they use political means to sccomplish those ends, it ties in with your
suggestion that we need an over-all plan;y but how are you going to make
& main plan when it means you are going to tramp on the toes of a lot of
these individual interests or sectional interests or corporate interests?
- I wish you would elaborate on that, » o -

DR, PIQUET: Let us distinguish between a completely laissez=faire
‘system and a planned sconomy, The theory of laissez-faire was popular

& century age, It meant that the Government would do nothing more than
protect law and order, The theory is that the less government the better,
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That is one extreme and, in phllosophy, it is close to economic anarchy.
Toward the other extreme is the planned economy approach such as pre-
vails in Great Britain an old country. In between there is the concept
of an ordered society in which freedom and restraint are the dominant
characteristics, What kind of a football game would you have between
Army and Navy if there were no rules? It might be an interesting spec-
tacle, but I doubt if it would be a ball game., And what kind of "freedom"
would there be on Connecticut Avenue if there were no traffic lights nor
traffic cops?

An ordered individualism is what I am talking about, As the economy
becomes more congested, if I do what I choose and you do what you choose,
there is not room for us both without coming into conflict, The essential
characteristic of every peaceful democratic society is that the people
themselves agree voluntarily upon the rules by majority vote, and the
minority must go along. We have respect for their rights, too, which are
also agreed=-to rights, So we have what I was talking about today--the
niddle ground that a free people takes when a great danger faces them.
People who are intelligent enough to recognize that danger should set up
whatever rules are necessary to act as a team to preserve individudlism
within a framework of safety. That framework of safety cannot be the same
as the former characteristic of laissez=faire, That is dead and it ought
to stay dead. There is no room for it in a congested economy. There is
need for a free people to agree voluntarily, by majority vote, upon a
national economic plan,

CUESTION: TYou have sketched out Utopia for us but told us we could
not agree on taxation plans., Would you care to venture a guess as to how
long this country would take to get a plan which would control our economy
the way it ought to be controlled?

‘DR. PICUET: If you conceive of this plan I am talking about in a
literal sense, the answer is never. But if you mean by a plan that we are
going to learn how better to coordinate the various decisions we make and
recognize when we make a decision that it has an impact on the people and
they have to grow into it by degrees, that plan will work. The petroleum
industry I was talking about is an instance. So long as we think inpri-
mitive terms by which the individual has a right to do as he pleases with=
out any idea of national responsibility, we are not going to win this
struggle. So far as a blueprint of a planned economy is ¢oncerned, may .
Heaven forbid that we should ever do thatl Maybe it is a bad choice of
words, "master plan." What I mean is a set of decisions geared together
into a going concern known as the United States.

‘QUESTION: Farly in your talk you mentioned that the United States
‘needed, in so far as its position in the world was concerned, an estab-
lished objective, Do you have any suggestions as to how, if we establish
these objectives, they can be maintained and if they can be maintained
through a change of political parties? -
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© DR, PICUET: I think we have established objectives. I don't mean
to give the impression that we haven't a set of objectives; I think we
have, The first question is whether the objectives are themselves down
to earth enough to be tangible; and, second, whether we ourselves are
prepared to implement those objectives. For instance, in the field of
tariffs and other import controls, there is room for greater national
intelligence. We are at present importing into the United States only
6,000 pounds of butter=-that's all we imported last year, The tariff

on butter is only about 1l percent. But we don't allow butter to come
into the country., Under the War Powers Act we gave the Secretary of
Agriculture the power to issue licenses for the importation of butter,

I don't think one citizen out of a thousand knows 1t; but we could allow
butter to come in from New Zealand or Demmark-~if we removed those re=-
strictions we could allow up to 40O million pounds of butter., Why don't
we do it? Because the dairy lobby won't let us.

QUESTION: Doctor, economists, I believe, are generally agreed that
our tax program in the last war was both a handicap and unrealistic, when
.considered in the light of the actual revenue and requirements., I have
two questions: First, in your opinion, are we about to repeat the same
mistake we made during the last war, not because we don't have a plan,
but because Congress is reluctant to adopt a plan such as the one the
President has recommended to Congress; and, second, I wonder if you would
care to comment as to the reasons, in your opinion, that the Congress is
so reluctant to adopt a realistic tax program. I realize the second ques=

- -tion is fairly tough,

DR. PIQUET: I think I will answer the first question this way: We
are not paying as we go. That's the brief answer. The answer to the
second question is not too difficult to adduce. Congress represents the
people, in their weaknesses as well as in their strength, and the people
don't like to be taxed, They still seem to believe that magicians c¢an
pull rabbits out of hats and that we can spend without taxing, It is just
that simple., Let us not blame Congress; let us blame ourselves.

CUESTION: Dr, Piquet,'are we actually promoting a multilateral
trading world? It appears to me you said that was the idea, but it looks
to me as if we are doing everything to prevent it rather than to promote
j_t. . : .

DR. PICUET: That is exactly what we are doing., I was hoping that

- was what you got out of my talk, We have many tariff duties in this

country, notwithstanding the success of the Reciprocal Trade Agreements

Program. I don't think that the people have really supported what the

- Administration has been talking about, We are paying 1lip service to the
idea of multilateral trade without realizing its implications.

COLCNEL BARNES: Dr. Piquet, on behalf of thé‘college, I thank you for
a very fine discussion, : :
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